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PENYULA1\1At"\J TANGGUNGJA W AB SOSIAL KORPORA T DALAM STRA TEGI 
KORPORAT : 
SEBUAH KAJIAN KES ANTARA SYARIKAT YANG TEBAIK DI VIETNAM 
ABSTRAK 
Untuk menetapkan persa ingan hebat dan keberlanjutan bert erusan dalam pemiagaan, 
pemiagaan bukan sekadar memenuhi kewajipan kewangan, tetapi meraka juga harus 
bertanggungjawab kepada sosial sebab kewujudan mereka berasal dari keperluan masya raka t. 
Tesis ini bertujuan untuk memahami dan menganali sa penggabungan Tanggungjawab Sosial 
Korporat (CSR) ke dalam stratcgi korporat dalam sebuah syarikat di Vi etnam yang telah 
diiktiraf sebaga i salah satu pengusaha terbaik di negeri tcrscbut. T esis ini menunjukkan 
sejauh mana sya rikat ini berjaya mem benamkan agenda Tanggungjawab Sosial Korporat 
merek a ke da lam strategi organi sas i dan amal an-amalan sehingga menjadi warga ncgara yang 
bertanggungj awab terhadap masyarakat. 
Tesis ini menggunakan kajian kualitatif penye lidikan untuk kajian kes yang 
mendalam. Dalam analisa pemindahan dan pemupukan gelagat tanggungjawab social dalam 
strategi korporat , tesis ini telah menjelajah inisiatif Tanggun gjawab Sosial Korporat dengan 
menggunakan Balanced Scorecard (BSC) sebagai kerangka analisis. BSC telah diubahsuai 
untuk memasukkan unsur-unsur yang termasuk dalam rangka keberlanjutan untuk memenuhi 
tujuan kajian ini. Dalam hal ini, perspektif stakeholder digantikan dengan perspektif 
pelanggan disebabkan sekumpulan penyelidik telah berjaya menunjukkan teori stakeho lder 
sebagai dasar kepada CSR. BSC juga bersepadu dengan triple bottom line untuk rangka 
keberlanjutan. Keputusan kajian menunjukkan bahawa pem ilik telah m enempatkan lebih 
Xlll 
I . pemekanan pada unsur CSR dalam strateg1 korporat untuk meningkatkan pengetahuan 
masyarakat dan pembangunan. 
KA TA KUNCI: Tanggungjawab Sosial Korporat, Balanced Scorecard, 
Keberlanj utan, Strategi Korporat. 
ABSTRACT 
To stay competitive and sustainable, the businesses not only need to fulfill their 
economic obligations, but also have to be soc ia ll y responsibl e as their ex istence stems from 
societa l needs. This thes is aims to understand and analyze the incorporation of corporate 
soc ial responsibility (CSR) into co rporate strategy in a company in Vietnam that was 
recognized as one of the best employers in the country. Thi s th es is shows the ex tent to which 
thi s company has success full y embedded their CS R agend as into its organi za ti onal strategy 
and prac tices, thus become a responsible corpora te c iti zen towards soc iety. 
Thi s th esis adopted exp loratory qual ita tive resea rch in an in-depth case study. 1n 
ana lyzing the transfening and culti va ting of soc ia ll y responsible behav iors into co rporate 
strategy, th is thes is ex plores the CS R init iati ves us ing the Ba lanced Scorecard (BSC) as an 
analyt ica l framework . BSC has been mod ified to inc lude clemen ts that be long to the 
sustainability framework in order to fulfill thi s research purposes. In this case, the stakeholder 
perspecti ve replaced the customer perspec tive because a group of researchers has 
successfull y brought up stakeholder theory as the centra l part o f CSR, while the tripl e bo ttom 
line (TB L) has also been integrated in the BS C. Research findin gs show that the owner has 
been placing more emphasi s on CSR elements in the corporate strategy to enhance the society 
knowl edge and development. 
KEYWORDS : CSR, BSC, sustainability, co rporate strategy. 
INTRODUCTION 
1.1 Introdu ction 
CHAPTER 1 
INTRODUCTION 
Introduction 
Global wam1ing, natural di sasters, hea lth issues, labor issues, financial crisis and even 
more global issues had ari sen in recent years while the corporate world is still pro fit-
orientated and exp loiting the natural resou rces. When a coun try increases in population and 
economic growth ensues, env ironment, g loba l and social issues accompany also thi s increase. 
The ques ti o n is: who shou ld be responsible for these setbacks? Every sec tor that uses 
resources in the world is responsibl e for it. Thi s inc ludes the corporate vvo rld since its 
ex istence ari ses from soc ieta l needs. The re fore , when a company starts to opera te, it should 
take into acco unt its responsibilit y towards society. While it s wea lth increases, its 
responsibility towards society a lso increases in tandem. As usual, having an ethi ca ll y positive 
impact in the society becomes one of the strategies which constitute companies ' soc ial 
contributions, but the question is: is this good enough to help the society to improve or be 
sustainable? Therefore, CSR becom es a theme that has been widely used to describe a 
company's responsibilities towards society. However, how can corporate responsibility to 
society be de fined ? 
Nowadays, in the private sector, a commitment to corporate social responsibility 
implies a commitment to some form o f tripl e bottom line (TBL) reporting (Henderson, 2007) . 
I='JTRODUCTION Introduction 
The triple bottom line 1, which also known 1 as "people, planet, profit" captures an expanded 
spectrum of values and criteria for measuring organizational (and societal) success: economic , 
ecological and social (CSRA, 2009). Figure 1.1 below illustrates the triple bottom line 
approach which shows the inter-relationship between the economic, envW"onmental, and 
social factors combined to produce sustainability. 
Environmental 
Perfom1anc e 
(Planet) 
(Source: Adapted from Elkington, 1998) 
Economic 
Perfom1ance 
(Profit) 
Social 
Perfom1ance 
(People) 
Figure 1. J Su stainability: The Triple Bottom Line (3P) 
In order to be self-sustainable, the world needs to resolve current issues and improve 
its status in economic, social and environmental bottom lines . When companies focus only on 
making big profits, global issues will inevitably increase. For example, in the economic 
bottom line, the recent financial ctisis in banking system has caused a severe downtum in the 
world economy and social problems such as joblessness, crimes and bankruptcies had 
1 John Elkington originated the tem1 "Triple Bottom Line". In 1987, John Elkington found ed Sustain..A..bility, a 
think tank and consu ltancy that \\ orks \\·ith bus inesses through markers in the pursuit of econom.ic, socia l and 
environmental sustainability . It \\as later expa nded and articulated in hi s 1998 book CannibJls \\ ith Forks: the 
Triple Bottom Line of 2 1st Century Business. 
INTRODUCTION Introduction 
increased. Another example for eco nomio bottom line, caused by ethical issues, was that of a 
giant company in US, Enron Corporation. Enron Corporati on had filed for bankruptcy 
pursuant to Chapter 11 on December 2, 200 1 due to corporate fraud and corruption within the 
company. This ethical issue had led many shareholders and stakeholders to suffer financial 
and emotional losses as well as many employees lost their job in one night. Enron scandal 
also destroyed one of the "Big Five" acco unting firm s, Arthur Andersen, which destroyed 
documents re lating to Enron when the case was being investigated by Securities and 
Exchange Commission and found it se lf accused of obstructing justice. 
From the soc ial bottom line, labor and hea lth issues created by co rporations have been 
increas ing v;hile they are ea rnin g more profit from the world . This has been seen in most 
developing co untries. For examp le, Nike has been using chea p labor ex tens ively with long 
working hou rs to maximi ze its production. They are also involved in child labor. There are 
also more soc ial issues, lik e hunger and poverty in deve loping countri es. Some of them are 
rich in natura l resources of hi gh va lue, like gold, but they have been exploited by some 
corporations from developed countries in a way that the average contribution that remains in 
the exporting countries is much less than the profits reaped from them . 
Nowadays, global warrnmg and natural disas ters have caused more and more 
destruction to various parts of the earth. Recently, Malays ia has experienced some bouts of 
weather change like a higher temperature compared to past hi story. When human beings 
increase the use of natural resources like petrol, oil and gas, the symptoms of global warming 
also increases in tandem . These have affected the environ ment and bring about more 
environmental iss ues. It can be seen that there is a lac k o f soc ial responsibility in the 
3 
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corporate world. Therefore, sustainability and corporate social responsibility has become 
more important in the business world as they create sustainable social , economic and 
environmental platforms for the future . 
This chapter will provide a c lear guidance to the purposes and of this thesis and the 
discussion issues that ari ses from thi s enquiry. It introduces the problem statement, the 
research objectives, research questi ons and the significance of this study. At the end of the 
chapter, an outline for the rest o f th e thes is is provided . The author of this thes is had 
presented anal ys is of thi s research in the conference paper and titl ed " Embeddin g CSR into 
Corporate Strategy: A Review of a Best Employer Company in Vietnam" in the The I st 
lCBB and CSR-UN conference he ld in Surabaya, Indones ia on 23-24 February, 20 I 0, pg 
355-369 (Kim and Nasruddin , 201 0). 
1.2 Problem Statement 
CSR is currently acknowl edged as compani es ' initiatives 111 'doing good ' for the 
benefit of mankind, which means that it is not only understood as limited to financial-related 
contributions. Companies need to move beyond contributing in the fom1 of cha1ity and 
donation and consider the impact of their contributions at substantive level for the TBL facets. 
Fonner Chance11or of the British Exchequer, Gordon Brown, is one of many leaders w ho 
have set the tem1s of engagement for companies (Mary, 2005): 
"Today , corporate social responsibility goes Jar beyond th e old philanthropy of rhe past -
dona ring //l Oney lO good causes ar rh c end of rh e fina ncial y ear - and is instead an all y ear 
round resp onsibility that companies occ(>p f for rhe environl/lent around th em, f or rh e besr 
4 
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working practices, for their engageln ent in their local communities and for their 
recognition that brand names depend not only on quality, price and uniqueness but on holt', 
cumulatively, they interact with companies ' workforce, community and environment. Now 
we need to move towards a challenging measure of c01porare responsibility, where we 
judge results nor just by the input but by its outcomes: the difference we make to the world 
in which 1ve live, and th e contribution 11·e make to po1·eu y reduction. " 
If companies are judged by the res ults and outcom es of their CSR engagements, then, 
the challenge that businesses face is not on ly abo ut the vari ed nature of CSR initi ati ves or 
programs launched in the name of environment preservation or community deve lopment , but 
in the contex t of embedding and integrating these programs as part and parcel of the 
companies' vision or mi ss ion and co rporate strateg ies. Embedd ing CSR as pa11 and parce l of 
companies' initiatives requires compani es to move from inside-o ut , from within the business 
environment towards the ex tern a l environm ent , rather than separating CSR initi ati ves and 
program s from their long/sho rt tem1 and day- to-clay, business goa ls. 
Why is embedding CSR into corporate strategy important? There are examples of 
companies facing a weak sustainability balance when the crisis started which even fell into 
bankruptcy because of it. If we analyze the statements related to some corporations ' mi ss ion 
and vision which failed after crises or couldn ' t keep is s us~ainability, we can see that there is 
a link between the lack of CSR content in its statements and the companies' failure. For 
example: GM's vision is "to be the world leader in transportation products and related 
services, by unveiling new products and th e most exci ting lineup in its history. The company 
will earn its customers' enthusiasm through conti nuous improvement driven b y the integrity, 
teamwork, and innovation of GM's people "(General Motors lndia, 2006). From GM 's vision 
5 
fl\TROD CTION Problem Statement 
and mission, the TBL is not well revealed in the strategy. Their corporate strategy is 
maintained at the stakeholder level and lacks sustainabili ty and environmental content. 
Another example can be found in a company which filed for bankruptcy in the US, Lehman 
Brother. Their mission is to build unrivaled partnerships with and value for their clients, 
through the knowledge, creativity, and dedication of their people, leading to superior results 
for their shareholders. The sustainability e lement is not m~ ll defined in the company vis ion 
and mission. That is why some corporations cannot be as sustainable as they w ish to be. 
Table 1.1 below shows the examp les of the vision and mission of companies that filled for 
bankruptcy. 
Tabl e 1.1 
Compa ny 
En ron 
Lehman 
Brothers 
Example of Corporate 's Vision and /vfiss irm 
Mission Sta tement So urce 
Enron's vision is to become the \\'Orld's leading energy (Valores, 1999) 
compan y crea tin g innovati\-c and efficien t energy 
so lutions for growing economies and a bett er environment 
worldwide. 
We are One Firm , defined by our unwaverin g commitment (Mission 
to our clients, our shareholders, and each other. Our Expert and 
miSSIOn is to build unrivaled partnerships with and value Kinetic 
for our clients, through the knowledge, creativity, and Wisdom, 2006) 
dedication of our people, leading to superior res ult s for our 
shareholders. 
Worldcom Our objective is to be the most profitable, single-source (Randall 
provider of communications services to customers around Harris, 1998) 
the \\ ·orld. 
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Therefore, embedding CSR in cotporate strategy becomes crucial for companies' 
survival. Once CSR is embedded in corporate strategy, most of the sub-strategi es will also be 
CSR-friendly accordingly, for example: business strategy, operational strategy, functional 
strategy and management practices. This study aims to overview the corporate social 
responsibility for a best employer corporate strategy, which is located in Ho Chi Minh, 
Vietnam . Attention has been given to TBL (economic, social and environmental) , which 
determines the sustainability of a business. 
1.3 Research Objective and Questions 
The compan y, a ph arm aceutical trading compan y whi ch specializes in eye care 
product, located in Ho Chi Minl1 C it y, was award ed the titl e o f one of the best employers in 
2006. The owner is a pham1acist and has success full y built three companies in a short time 
frame. ln year 2002, he establi shed his first company \\ith three di vision s, speci ali zing in 
over-the-counter (OTC) product, injection and ophthalmology. Since then , the company has 
undergone rapid t,'TOwth. It expanded to the whole country with five branches, located in 
Hanoi, Da Nang and Ca Tho. The company is also well known to the local community for 
their community services as well as bringing happiness to others to help them to succeed . 
During this period, the company has faced two crises, one related to an internal (operational) 
crisis in year 2004 and another external (global financial) cri sis in year 2009. Today, the 
company, with 30 employees, has successfully been able to keep its sustainability through 
both the internal and external crises as well as being actively involved m helping the 
communities to success. 
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The aim of the research is to prcwide an in-depth case stud y of embed CSR in the 
corporate strategy. In order to ac hi eve the aim , the research obj ec ti ve is: 
• To understand the manifestat ion of CSR embedded within the corporate strategy of 
the business organiza ti on. 
The research questi ons will be arti cul ated 1n several propositi ons. The research 
attempts to answer the following questions: 
• What does the company do \vhen it move from inside-ou t, to embed CS R as day-to-
day bus iness erwironmcnt'? 
• What does business sustainability means for th e bus iness organi za ti on which embed 
CSR in its day-to-day bu s iness env ironment? 
1.4 Significance of Study 
The primary focu s of thi s stud y is to ex pl ain what is meant by embedding CSR into 
corporate strategy by using it as a driver for improved long- term business perfo m1ance in 
dealing with the complexiti es of today' s operating env ironment. The significance of this 
thesis is to uncover the owner, managers and employees' perceptions of C R and certain 
CSR behaviors, focusin g on the company's social practices. CSR activities in the companies 
were based on moral or altruistic motivations with a focus on both producti on-process and 
philanthropic outcomes. This study aims to perceive how the company embeds CSR in its 
corporate strategy and what does it mean for the company. 
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This company aftinns CSR as part and parcel of the company on day-to-day activities 
for its long-tem1 sutainability. The company embeds CSR within or move inside out into 
vision, mission and corporate strategy rather than separated it as a different activity. It has 
driven greater success in enhancing CSR in corporate strategies towards sustainabi!ity of the 
business. 
The usage of Bal anced Scorecards (BSC) as a tool for the study of sustainability in a 
case company can be a good example to contextuali ze the embeddment of CSR into corporate 
strategy. The small entrepreneurs or organizations are abl e to appl y "sustai nab ility" balanced 
scorecard where traditional BS C has been combined with the TBL in order to analyze their 
CS R initi atives in relationship w ith corporate strategy. 
1.5 Delimitations of the Study 
The thesis focuses so lely on the company itse lf. Hence the effects of CSR on 
suppliers or customers are excluded . It should also be made clear that the author deliberately 
chose to investigate the benefits of adopting CSR practices for owner's organization only. 
Moreover, the thesis is not aimed to give any benchmarking for the industry practice nor it is 
providing any recommendations in terms of how other companies should implement CSR 
practices. Rather the author has presented a detailed case analysis in order to make this 
phenomenon more understandable from the BSC perspective. Therefore, it is not appropriate 
to generalize from the empirical findings. However, the findings could be further tested in a 
quantitative manner. 
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1.6 Organization of Remaining Chapters 
This study intends to present a business case (located in Ho Chi Minh , Vietnam) of 
what it means to embed or in another word, internali ze CSR within its business environment, 
and ex ternali ze CSR beyond its focus on environment. The chapter is organized as fo llows. 
• In the Introduction , the research problem, the problem statement, the research objec ti ves, 
the research question and the significance of study have been reviewed. 
• In the Literature Review, some theme ofCSR, TBL and corporate strategies are studied in 
thi s chapter. The relationship between BSC and sustainability also been review· in thi s 
chapter. 
• In the Proposed Methodology, the qualitative research that uses case stud y method is 
described briefly. Primary data that uses semi-structured questionnaire interview protoco l 
is ex plained. Secondary data using ex terna l so urce that had been wide ly usc dlllin g 
preliminary study is also discussed in thi s chapter. 
• In the Country Profile, the history and background of Vietnam have been studied. The 
PESTEL analysis is used to further analyze and scan the country's environment for the 
CSR perspective. 
• In the Industry Profile and Company Profile, the background of the pharn1aceutical 
industry and company profiles has been reviewed. 
• In the Case Write Up, the depth and breadth ofthe case is reviewed. 
• In the Case Analysis, The company strategy is reviewed with the four perspectives of the 
Balance Scorecard (BSC). The BSC framework is also used for the company internal 
organizational features towards corporate strategy. 
• In the Conclusions, the prac tical con tribution and use fulness of findings are revie\\ ed. 
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2.1 Introduction 
CHAPTER2 
LITERATURE REVIEW 
IntToduction 
This chapter's aim is to give further understanding of the case concept meant by the 
words "embedding CSR in the corporate strategy". Literature for corporate strategy, CS R 
and sustainability, Balanced Scorecard (BSC) and sustainability will be reviewed in section 
below. 
2.2 Corporate Strategy 
In the military field, the word " strat cgos" was used in Greek to mean ''General" and 
the main task of the general is to lead , to direc t and to conquer. There Jre books based on the 
translation of the earlier development of military operations and war to business strategy, for 
example "The Art of War"- the oldest military manual written approximately in 400-320 b.c. 
by an ancient Chinese general, Sun Tzu. It has been widely used in the corporate world . 
"Strategies are means to ends, and these ends are related to the purpose and objectives of the 
organization. They are the things that businesses do , the paths they follow, and the decisions 
they take, m order to reach certain points and levels of success" (Thompson, 2001 ). 
According to Johnson and Scholes (2005), ''strategy is the direction and scope of an 
organization over the long term, which achieves advantage in a changing environment 
through its configuration of resources and competences w ith the aim of fulfilling stakeholder 
expectations". Strategy has also been defined as 5 "P's", which are Plan, Pattem, Positi on, 
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Perspective and Ploy (Henry Mintzberg, 1987). Mintzberg (1994) argues that strategy 
emerges over time as intentions co llide with and accommodate a changing realit y. Thus , one 
might start with a perspective and conclude that it calls for a certain position, which is to be 
achieved by way of a carefully crafted plan, with the eventual outcome and strategy reflected 
in a pattern evident in deci sions and actions over time. This pattern in deci sions and ac tions 
defines what Mintzberg called "rea li zed" or emergent strategy. 
There are three levels of strategy in bus iness: corporate strategy, business unit 
strategy and functional strategy. Accordin g to Kenneth Andrews ( 1980), "corporate strategy 
is the pattern of deci sions in a company that determines and revea ls its object ives, purposes, 
or goa ls, produces the princip:.ll po lici es and plans fo r ac hi ev ing those goals, and defi nes th e 
range of business the company is to pursue, the kind o f economic and human organi za ti on it 
is or intends to be, and the nature of the economic and non-economic contribution it intends 
to make to its shareho lders, empl oyees, customers, and communiti es" . Johnson and Scho les 
(2005 , pages 11- I 2) define it as "corporate-l eve l strategy is concerned with the overall 
purpose and scope of an organization and how value will be added to the different parts 
(business units) ofthe organization". 
Corporate strategy usually applies to the whole corporate, while " business strategy", 
defines to the products or services that serve as individual businesses within the finns 
(Kenneth Andrews, 1980). According to Barnes (2008), "business strategy depends on the 
market requirements (such as customer desires and success criteria in the mark et), the 
environment (such as competition , technological advances, and government regulati ons) and 
the organizational competenci es (sucl1 as its core capabiliti es, its culture, and strengths and 
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weaknesses)". For small companies, the corporate strategy and their business uni t strategy 
usually are identical whi le for a big company, there are di fferences (Fi gge et al. , 2001 ). To 
support and align with the business strategy, there are functional strategies, for example, 
operations, marketing, and human resources (Barnes, 2008). There are also operations 
strategies that suppor1 the business operations. According to Slack et al. (2004), .. operations 
strategy concerns the pattern of strategic dec isions and acti ons which set the role, obj ectives 
and activities of operations". Operations strategy addresses very broad questions about how 
these major resources should be confi gured to achieve the desired corporate objecti ves 
(Barnes, 2008). Porter ( 1987) argues that corporate strategy is what makes the corporate 
whole add up to more than the sum of its business unit parts and to survi ve. 
Compani es must understand what a good corporate strategy is. On thi s concern , it has 
been suggested (Porter and Kramer, 2006) that an organi za ti on has to take into account the 
socia l responsibilit y p1inciples be fore des igning its corporate strategy. Therefo re, to embed 
CSR initiatives into co rporate strategy in order to ensure the sustainab ility fu ture becomes 
important. In the following section , literature about co rporate social responsibility and 
sustainability will be further rev iewed. 
2.3 Corporate Social Responsibility (CSR) 
What is the reason for the emergence of a corporati on? Corporations ex ist because 
there are needs in the society that need to be fulfill ed. When societies have demands, a 
corporation will appear in order to serve its needs. According to Handy (2002), a good 
business is a community w ith a purpose, and a community is not something to be 'owned'. 
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Therefore, the existence of the corporatioo is not onl y to fulfill the needs of soc iety, but be 
also responsible for the soc iety as a whole. 
"For us in business, I can see only one sure course to fo llow. Call it common sense, call it 
policy, call it anything you like. To my mind, indus/Jy must aim fo r, exist fo r and 
everlastingly operate for the good of the community. Th e community cannot ride one track 
and business another. Th e two are inseparable, interacrive and interdependen t. " 
C leo F. Craig 
Pres ident , AT&T, 1951-1956 
In general , CSR is built on three words: 'corporate,' 'soc ial,' and ' responsibility'. 
Therefo re, in broad terms, CSR covers the responsibiliti es co rporati ons (o r other for-profit 
organ izati ons) have to th e soc ieties with in v: hich they are based and operate . Thi s includes 
environmenta l, economic and soci al perspecti ves, the tripl e bottom tine. The Commi ss ion of 
the European Communities (200 1 ), defines CSR as '' the vo luntary integration , by companies, 
of social and environmenta l concerns in their commercial operations and in their re lationships 
with interested parties ". 
2.3.1 CSR and Triple Bottom Line 
Nowadays, many uses of the "Triple Bottom Line" are simply synonymous with 
"corporate social responsibility" (CSR) (Nom1an and MacDonald, 2003 ; Mowat, 2002; Price, 
2005). For example, CEO of VanCi ty (Canada 's largest cred it union) defines "the ' triple 
bottom line' approach to business" as .. taking env ironmental, soc ial and financ ial results into 
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consideration in the development and implementation of a corporate business strategy" 
(Mowat, 2002 ; Norman and MacDonald , 2003). Therefore, the economic, social and 
env ironment bottom line has become important to realize the goals of sustainabi lity. However, 
there are arguments supporting the view that the TBL is onl y a social constructivist 
perspective (Price, 2005). There are also debates about the term TBL and many agree with its 
fundamental role in enl1ancing good social conditions and helping to preserve the 
environment, though there are also many who disagree with it. Neve11heless, the TBL has 
shown a positive growth in CSR and sustainability development rrameworks to ensure 
companies' sustainability as it is shown in Figure 2.1 below. 
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(Source: Adapted from Elkington, 2004) 
Figure 2.1 The Triple Bottom Line Trend 
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2.3.2 Stakeholder Theory 
Another tem1 that is always brought up as the central part of CSR is the stakeholder 
theory (Clarkson, 1995; Davenport, 2000; Vogel, 2005; Maon et al., 2008; Blowfield & 
Murray, 2008; cited in Yifan and Carl , 2009). According to Freeman (1 984; c it ed in Yifan 
and Carl, 2009), stakeholders are ' 'groups and indi vidua ls \Vho can affect, or are affec ted by, 
the achievement of an organization's mission". Donaldson and Preston ( 1995), based on 
Freeman 's stakeholder theory, have developed a model showing eight types of fund amenta l 
stakeholders related to a firm, These are investors, political groups, customers, communiti es, 
employees, trade associat ions, suppliers and governm ents. Accord ing to Phillips (2003), 
o rgani zati ons depend on their stakeholders for their successes and their fai lures . There fo re, he 
argues that the stakeholder theo ry is a theo ry of organi zational management and business 
ethics that addresses morals and va lues in managing an o rgani za tion. 
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A company may be contemplating stakeholder engagement to help articulate its 
values, mission, strategy, commitments and implementation and to avert or solve a cri sis or to 
proactively improve relationships (TID, 2009). Ethics in businesses are a lso considered to be 
part of the CSR. According to Hopkins (2008), "CS R is concemed with trea ting the key 
stakeholders of a firm or institution ethically or in a responsible manner. 'E thica ll y or 
responsible' means treating stakeholders in a manner deemed acceptab le in c ivili zed 
societies." There are also other elements that are to be considered as part of CSR such as 
values, attitudes and behaviors that ultimately are the basis of any bottom line (Price, 2005). 
In the followin g section, literature abo ut embedded CSR into corporate strategy wi ll be 
further reviewed . 
2.4 Embedded CSR into Corporate Strategy 
To be sustainab le, CSR req utrcs a more holi stic strat egic thinking ami a \\·ider 
stakeholder perspective. On thi s concem, Porter and Kramer (2006) have suggested that in 
designing the corporate strategy, an organization takes into account the soc ial responsibility 
principles. Hence, embedding CSR in businesses is argued to be important for the company's 
sustainability and long run profitability (Sir Michael & David, 2009; TID, 2009). 
According to TID (2009) , a successful corporate responsibility requires an integration 
of CSR into business's strategy as well as its in-process operations. When there is no clear 
strategic framework, CSR practi ce often results in a poor hodgepodge of uncoordinated CSR 
and philanthropic activities, disconnected from the company's strategy. It neither makes any 
meaningful social impact nor strengthens the fim1 's long-ten11 competit i\·eness (Porter and 
Kramer, 2006; cited in TID, 2009). Therefore it need to balance their long-tem1 objectives 
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against any short-term costs as well as business and social benefit. Thus, to achieve these, a 
strategic framework should align the company with the dynamic demands of the business and 
social environment, as well as the confluence of stakeholder expectations (TID, 2009). 
Therefore, to embed CSR into corporate strategy, the company shall have a group of 
people is in charge of the CSR and to create the CSR awareness within the company itself 
(TID, 2009). TID (2009) argues that it is important to create CSR awareness from the top-
down, which is proactively from the top executive awareness to inf1uence on CSR integration 
into corporate strategy and implementation. There are several research highlights the CEO ' s 
role in orienting the ethical norms of the company (Waldman et al, 2005) as well as the 
presence of employees' values in the workplace (Robertson, 1991 ). Therefore the recognition 
from its boards of directors, CEO, senior management or owners that some sort of CSR-
related problems, opportunities or challenges become important to embark the CSR within 
the company and to move inside out from the company(TID, 2009). 
Corporate nom1s and values play critical roles as prerequisites for any company to 
actively embark on CSR (TID, 2009). In general, corporate nom1s and values guide behaviors 
and decisions within the company (Collins et al, 2004) . They support a company's efforts to 
fulfil its vision and goals and in order to ensure its continuity, a CSR initiative must in tum 
align with the values, nom1s, and mission of the company (TID, 2009). There also some 
research that shows there are positive effect of corporate norms and values on a company's 
CSR. Nevertheless, to embed CSR into corporate strategy successfully, corporate strategy 
shall emerge over the time changes to maintain the sustainability. Besides ensuring 
sustainability, strategic CSR initiatives can also be a business advantage to a company and 
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create a unique position to provide better,opportunities for long term survival. This will be 
further discussed in the followin g section 2.4. 1. 
2.4.1 CSR Initiative as a Business Advantage 
Today, compames are operating m a very competitive global marketplace. For a 
company to be sustainable, strategies must go beyond it s best practices. It needs to choose a 
unique position , which is doing things differently from its competitors to create a competi ti ve 
advantage for its own company. According to Porter and Kramer (2006), CSR can be a 
source of opportunities, innovat ion , and competiti ve advantages. Companies can make 
strategic choices accord ing to th eir CS R ini ti ati ves. They can develop business strategies 
within one or two aspects of CSR around whi ch develop a competitive advantage, for 
examp le: a company can become compliant with standards (requ irements) and then create 
niches in spec i fie areas of CSR that are more strategic to their companies (Strandberg, 2002). 
Companies in certain sectors beli eve that their key to surviva l li es in providing products and 
services acceptable to broad public interests (in order to avo id falling out of the business). 
There are some companies that have chosen CSR initiatives as competitive advantages. For 
example: Volvo uses the car safety as the element of its competitive positioning, while 
Toyota has built the environmental friendly hybrid engme as its competitive advantage to 
boost it positioning (Porter and Kramer, 2006). 
CSR also can play a rol e in building good brand perception and company reputation 
based on distinctive ethical values (TID, 2009) . Several famous brands, such as e.g. the Body 
Shop, \:Vhole Foods Market, American Appare l, and Panasonics have built their enterprises 
on ethica l values such as members' O\\"nership , human dignity, ecologically sustainable 
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operations and sociall y responsible practices (TID, 2009). Tab le 2. 1 below are example that 
the company chosen CSR initi ati ve in the different business advantages. 
Table 2.1 CSR and Business Advantages 
Business Advantages CSR Initiatives 
Brand And Reputation - Green Marketing, built the enterpri ses 
building good brand on ethical values such as members ' 
Companies 
Body Shop, Who le 
Foods M arket, 
perception and company ownership, human dign ity, ecologically American Apparel, 
reputation sustainab le operati ons and soc ia lly Home Depot 
responsibl e prac ti ces 
Human Reso urces - Fair employment prac ti ces, divers ity British Te lecom 
mcrease morale, reduce initiatives, g1vmg employees a vo1ce, 
absenteeism , increase the bonus schemes, and th e like) 
commitment of workers 
to the organi zation and 
increase productivity 
Cost - cost reductions Reduce pollution and haza rdous waste, DuPont, Hem1an 
reuse or recycle materials, and operate Miller Inc . 
with greater energy effici ency and more 
efficient use ofwater 
(Source: Adapted from TID, 2009) 
Besides that, according to Heslin and Ochoa (2008), strategic CSR initiative also 
·'prov ide opportunities for organizations to leam from the projects im·ested and use that 
knowl edge to build the organi zation 's core competenci es, whil e simultaneously improving 
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social or environmental conditions. CSR initiatives can used as learning laboratori es to study 
different ideas, methods , and processes without the time pressure and other typical constraints 
on the delivery of commercially contracted products and services. Knowledge gained through 
CSR endeavors can flow back into the organization and drive new innovations throughout the 
company". This will attract more emplo yees to work in the knowl edgeabl e company. 
Strategic CSR involves both inside-out and outside-in dimensions working in tandem. 
Therefore in the section 2.4.2 below, a possible appropriate conceptual framework, Balanced 
Scorecard for sustainability management is di scussed to overview th e CS R in the corporate 
strategy. 
2.4.2 Balanced Scorecard (BSC) and Sustainability 
Today, corporate socia l responsibility becomes important to embed it into corporate 
strategy. One of the fundam ental opportunities for the CSR movement is "how to effecti vcly 
align consumer and employee values with corporate strategy to generate long-tem1 co.srn izant 
benefits -- a better understanding of precisely with whom, what, when, where, how and why 
an enterprise makes a profit or surplus" (Crawford and Scaletta, 2005). CSR not only a 
prominent research theme but it can also be found in corporate missions and value statements 
(Svendsen et al., 2001). Therefore, a strategic 01i entation dri ven by actual shareholders' 
needs and expectations, focused on the organization's miss ion and supported by an integrated 
performance-measurement system like the Balanced Scorecard (BSC), can greatly assist the 
management in steering its organization in the right direction and facing the competitive 
chall enges of the new millennium (Samir & Subrata, 2006). 
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Balanced Scorecard has often be~n discussed as a possible appropriate concep tual 
framework for sustai nab i"lity management (e .g . see Bieker et al. , 2001; Figge et al., 200 1; 
Orssatto et al., 2001; cited in Bi eker, 2002; Margareta et al, 2006 .). One of the reasons is that 
BS C is a common and well known management too l. From a survey (more than 1300 western 
compan ies' top executives were rev iewed) shown in Table 2.2 below, the implementation of 
BSC is higher compared to other well-known management too ls (Margareta et al, 2006). 
Therefore, there are bi g companies that choose this tool to promote management strategies 
w ith CSR and put them into practice One of the examp les is the Mitsubishi UFJ Fi nanc ial 
Group. Accord ing to MUFG (2007), ·'BSC is a framework to work toward organizational 
objectives through the deve lopment of strategies based on multiple dimensions-not only the 
financial perspective (i.e., profi ts), but also cons idering customers and soc iety, internal 
processes, hum an reso urces, and management infrast ructure. " This has a ll owed them to 
understand how they seek to improve the quali ty of th eir strategies and keep the company on 
the path of sustainab le growth. 
Table 2.2 BSC vs Other Ma nagement Tools 
Management too l 
Mission/Vision 
Balanced Scorecard 
Strategic Planning 
Customer Satisfaction Monitoring 
Strategic alliances 
Total Quality Managem ent (TQM) 
Activity-based Cost Management (ABC) 
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3.68 
3.54 
3.5 
3.45 
3.35 
3.3 
3.14 
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Reengineering 3.05 
Perfonnance dri ven motivation 3.02 
(Source: Margareta et a!, 2006) 
The classical BSC tool s lack social and envi ronmental aspec ts . However, there are 
few frameworks that integrate th e soci al perspective into the BS C for susta inab ilit y 
development (Bieker et a!. , 200 1; Figge et a!. , 200 1; Orssatto et a!. , 2001; cited in Bieker et 
al., 2002). Classical BSC has included socia l and environmenta l aspects to become a 
Sustainability Balanced Scorecard (SBSC) (Epstein & Wisner, 2001 ). There is also 
discussion to add additional perspective, like the implementati on if a non-market perspecti ve 
into the class ica l BSC, wh ich \\·ould become th e fifth perspecti ve (F igge et a!. , 200 I; Bieker 
et al., 2002; Margareta et al, 2006). Some researchers even integrate the TBL in the BSC to 
transform it into a sustainab ility management tool (Margareta et al, 2006). A research 
s uggests replacing the financial perspective with a sustainability perspecti ve that wou ld 
include social and environmen tal objectives (Leung, 2002). From the research above, we can 
understand that integrating soc ia l, economic and envi ronmental aspects in BSC has become 
more popular and there are many companies that use this tool as their corporate management 
tools. Table 2.3 below shows examples of companies that successfully integrated CSR 
initiatives (main ly on social and envi ronment aspect) in the BSC tool. 
Table 2.3 List of Company Using ESC Integrated with CSR Perspective 
Company Source 
Textiles Ltd. 
Lunds Energi, Novartis, Novo Nordisk and Shell 
Mitsubishi UFJ Financial Group 
Figge et a!., 2002 
Zingales, F., Hockerts, K. (2003) 
MUFG (2007) 
LITERATURE REVIEW 
2.5 Summary 
Summary 
As a summary, CSR initiatives become important for company's long term 
profitability and sustainab ility. For most compani es, CSR initiatives are still constrained to 
the financial form (charity, donation, scholarship and etc). However, the recen t growi ng trend 
is to consider it from a social, environmental and economic perspective. Therefore, TBL has 
become a famous theme for sustainability development recently. Nevertheless, to ensu re that 
the corporations practice their strategic CSR initiatives successfu ll y, the perspective of 
integrating or embedding CSR into corporations' strategies becomes important. This IS 
because corporate strategies are the most important to be taken in account in a company. 
To be sustainable, fim1s need to go beyond strat egies and be innovative to create 
opportunit ies that include concepts from CSR. Strategic CS R initiatives not only will bring 
opportunities and a path to innovation, but can a lso be a competitive advantage fo r a 
company. There are successful cases like Toyota and Volvo that have used CS R as a 
competitive advantage to promote their products. 
The From Table 2 .3 above, it can be seen that most companies integrated CSR in their 
business practices by using BSC tool for the sustainability development. BSC is a useful 
methodological tool that integrates better the stakeholder demands into the core management 
system of corporations' model (Bieker, 2002). However, to embed CSR into the corporate 
strategy successfully, new guidelines will need to emerge over the time to maintain 
sustainability. 
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